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American Airlines cuts profit 
forecast as 737 MAX woes bite

US carrier estimates a loss of $350m due to grounding
NEW YORK: American Airlines slashed its profit forecast
Friday largely due to the crisis around the Boeing 737
MAX, a somewhat more profound hit to operations and
customer bookings than at other carriers affected by the
jet’s grounding. The US carrier estimated an overall hit of
$350 million to its 2019 earnings as a result of the ground-
ing ordered by global regulators in mid-March following
two deadly crashes. That has forced the cancellation of
nearly 15,000 flights and the re-accommodation of almost
700,000 customers.

“That’s not just our passengers,” said American
Airlines President Robert Isom. “It’s literally thousands of
our crew members that have had their work schedule
altered on very short notice and that means that our
reservations, customer relations and crew resources have
been working nonstop and overtime to take care of our
customers and team.”

American’s hit from the MAX crisis came as the avia-
tion industry watches for Boeing to clear several key hur-
dles with the US Federal Aviation Administration and other
global regulators to allow the planes to resume service.
On Thursday, the FAA announced it was convening a
meeting of global regulators on May 23 to describe its
process for ensuring necessary safety fixes are made to
get the 737 MAX back in the air.

That step, though keenly desired by carriers, will pres-
ent its own series of challenges, including reassuring skit-
tish consumers that the planes are safe.

Costly to rebook 
But for now, US airlines are adapting to the absence of

the popular aircraft, as well as to the delays in the delivery
of new jets they have ordered. American Airlines, which
has 24 of the MAX planes in its portfolio, said net income
for the first quarter was $185 million, up 16.4 percent from
the same period of the prior year, while revenues rose 1.8
percent to $10.6 billion.

The US carrier, which has canceled flights on the
Boeing plane through August 19, said it now expects prof-
its this year of $4.00 to $6.00 a share, down from the pri-
or range of $5.50 to $7.50.

Executives described myriad impacts, such as rebook-
ing customers at the last minute for flights originally
booked long in advance at much lower fares. American’s
outlook also took a hit from higher fuel costs.

Chief Executive Doug Parker said the company pushed
back its target for resuming 737 MAX flights so that it
could more effectively plan for the peak summer holiday
season and said there is “a lot of certainty” that the FAA
will certify the plane for service “well before” August 19.

“Obviously, we’re not happy about this issue, but no
one is,” said Parker, adding that the company, like peers,
had not discussed any compensation from Boeing at this
point. “All of our efforts at this point are working to get
the airplane recertified and flying again,” he said. “Boeing
is a good and long-time partner and we’ll work through
that privately.”

Most cancellations since 9/11 
American Airlines earnings came a day after the pre-

dominantly-domestic Southwest Airlines also highlighted
the impact of the MAX groundings, along with weather
and labor-related disruptions as factors that led to its
greatest number of flight cancelations since the third quar-
ter of 2001 after the 9/11 terrorist attacks. But 97.5 per-
cent of customers in this case have arrived at destinations
on the scheduled day, the result of “very solid” customer
service, said Southwest Chief Operating Officer Michael
Van de Ven.

Southwest has 34 MAX planes in its current fleet and is
targeting August 5 as a resumption date. The company
also plans another 41 MAX deliveries this year, although
executives indicated some of the deliveries could be
pushed into 2020. Chief Executive Gary Kelly said the

company will stick with a plans to add some 250 of the
MAX planes to its fleet through 2026, dismissing ques-
tions about whether it would shift to Boeing rival Airbus.

“We have no intention of doing anything different in the
near-term whatsoever,” he said. “We have no plan to do
anything other than grow our fleet with the MAX.”
Southwest is beginning to focus on its messaging to the
public as it looks ahead to resuming flights with the MAX.
Surveys suggest some customers are not willing to fly on

the planes, at least in the near-term. “We’re doing a lot of
work understanding what our customers perceptions are,”
said the airline’s President Thomas Nealon. “But there’s
more work to be done.” 

Airlines are working closely with their pilots as they
look ahead to resuming flights and expect to enlist pilots in
testifying to plane safety when the time comes. Shares in
American closed down one percent on Friday while
Southwest lost 0.7 percent. — AFP 

ARLINGTON: In this file photo, a man looks out his window at an American Airlines plane at Reagan National
Airport in Arlington, Virginia. — AFP

Total oil, gas 
output up 
PARIS: French energy giant Total lift-
ed oil and gas output to record levels
to bolster cash flow and lift first quar-
ter net profits Friday-but price
volatility kept results in check. Net
profits rose 18 percent year-on-year
to $3.11 billion, enabling the firm to

keep a swathe of new projects on the
ramp and hail its “strong” balance
sheet. But that figure was aided by
exceptional items that helped rein in
adjusted net income which slipped
four percent to $2.76 billion, slightly
below analysts’ expectations.

“Markets remain volatile with
Brent settling at a first-quarter aver-
age $63 a barrel, down six percent on
last year, while gas prices were down
11 percent in Europe and 30 percent
in Asia,” chairman and CEO Patrick

Pouyanne said in a statement. During
the final quarter of last year Brent
dove from $80 a barrel down to $50.

However the benchmark has risen
this year on unrest in Libya, collaps-
ing production in Venezuela, tough-
ened US sanctions on Iran and an
accord to limit production between
OPEC members and non-members,
notably Russia. That led to Brent
pushing past the $75 mark on
Thursday for the first time in six
months. — AFP

Global economy 
is close to 
stalling as 
trade falls
LONDON: World trade volumes are falling for the first
time since the end of the financial crisis in a sign the global
economy is only one more major shock away from reces-
sion. Trade volumes in the three months between
December and February were down 0.8 percent compared
with the same period a year earlier, according to the
Netherlands Bureau of Economic Policy Analysis (CPB).

Trade is retreating for the first time since the fourth
quarter of 2009, when the economy was still being buffet-
ed by aftershocks from the financial crisis. South Korea’s
KOSPI-100 equity index, dominated by companies heavily
exposed to trade, has been signalling a severe slowdown
for almost a year now.

Hong Kong’s International Airport, the world’s busiest
air cargo hub, reported volumes were down more than 5
percent year-on-year in the first three months of 2019.
And containers handled through the U.S. Port of Long
Beach, one of the major transshipment hubs for goods
between the United States and Asia, were down more than
7 percent in the first quarter. Inside the United States,
truck freight growth slowed, and rail freight fell, in the
three months from December through February compared
with the same period a year earlier.

Around the world, manufacturers have reported that
export orders have been falling for seven months in a row,
the longest slowdown since 2012, according to the
JPMorgan global purchasing managers’ survey. 

On the brink
So far, the loss of momentum has been felt most strong-

ly in manufacturing and transportation, sectors with heavy
international exposure, rather than in more domestically
focused services. Bellwethers including 3M Company

(diversified manufacturing), Intel (chip manufacturing),
Bombardier (rail and aircraft) and UPS (distribution serv-
ices) all downgraded their outlooks for 2019 on Thursday.

Rising interest rates, an appreciating dollar and the
escalation of oil prices during 2017 and the first part of
2018 all combined to slow the expansion. But policymakers
made the slowdown worse by sowing business uncertainty
with the proliferation of tariffs, sanctions and national-
security related investment restrictions.

The extended shutdown of parts of the US federal gov-
ernment and Britain’s botched Brexit process added to the
confusion and uncertainty among businesses. The result
has been a hesitation to make risky long-term commit-
ments and a slowdown in capital investment which is now
weighing on global growth.

The economy is best thought of as a complex system in
which positive and negative feedback mechanisms produce
oscillations in the rate of expansion (ranging from boom, to
steady growth, weak growth and recession). Expansions
are characterized by strong positive feedback mechanisms,
which ensure once they get going they develop consider-
able internal momentum (growth fuels more growth).

Momentum also helps inoculate the economy against
shocks and makes it more likely to weather them without
switching into a recession phase. But as the economy’s
internal momentum fades, the risk of the system undergoing
a phase-change from expansion to contraction increases.

The current slowdown has increased the risk one more
major shock or policy error will push the global economy
from sluggish expansion into outright recession. Recent
increases in major equity indices around the world and the
very slight steepening of the US Treasury yield curve sug-
gest investors think the global economy will narrowly avert
a recession this year.

Investors are betting continued strength in consumer
spending and domestically insulated services sectors
may be enough to offset weakness in business invest-
ment, manufacturing and trade. But the global economy
has come uncomfortably close to stalling. For the expan-
sion to continue, everything must now go right, including
steady financial conditions, improved business confi-
dence, appropriate fiscal and monetary policy, stable oil
prices and pro-growth trade policy. There is not much
room for error. —Reuters

Bayer shareholders 
vote against board 
over Monsanto merger
BONN: Bayer chief executive Werner Baumann was dealt
a blow Friday at the German chemical giant’s annual gen-
eral meeting, amid tensions over last year’s decision to buy
US seeds and pesticides maker Monsanto, as disgruntled
shareholders voted against management. At the AGM in
Bonn, 55.5 percent voted against the management board,
led by embattled CEO Werner Baumann, with just 44.5
percent of shareholders in favor - a huge drop down from
97 percent support last year.

The result is a slap in the face for Baumann and his
management team. Although the vote carries no direct
consequences, it is a clear statement by disgruntled share-
holders. Around 500 protesters gathered outside the Bonn
conference center with placards mocking Bayer’s corpo-
rate motto “science for a better life” or calling to “stop
glyphosate”, the Monsanto-made herbicide at the center
of the group’s woes. Inside, investors were fuming.

“Bayer has choked on Monsanto,” said Ingo Speich of
Deka bank. “The company risks being taken over and dis-
mantled.” Mark Tuemmler of investors’ federation DSW
said 2018 was “a nightmare for shareholders”.

‘A scandal’ 
Bayer’s share price fell last year by around 40 percent

following its $63 billion takeover of Monsanto in June-the
biggest in German history. At 57 billion euros, its market
capitalization is little higher than the price it paid to acquire
Monsanto in the first place. “A scandal,” Tuemmler said.

Opening the meeting, Baumann acknowledged that
some 13,400 US lawsuits relating to glyphosate and initial
unfavorable judgments against Bayer “are placing a heavy
burden on our company and worrying many people”. Last
year’s share price plunge was driven by the first of two
jury rulings so far that have awarded plaintiffs-cancer

patients who had been exposed to glyphosate over long
periods — $80 million each. Baumann complained that
such decisions had been based on a 2015 finding by World
Health Organization arm IARC that glyphosate “probably”
causes cancer. “We remain convinced of the safety of
glyphosate,” the CEO said, recalling regulators worldwide
found no new evidence that the pesticide causes cancer in
reviews prompted by the IARC judgment.

In the two cases already heard, “we remain optimistic
that the next higher courts will reach different verdicts,”
the CEO added, calling for “decisions based on scientific
analysis-and not on emotions”.

The business case for the merger remained as strong as
ever, he assured investors, with the merged companies
now operating “leading businesses in chemical and biolog-
ical crop protection, in conventional and biotech seed, and
also in digital farming”. And he reiterated the group’s tar-
gets-including its pharmaceutical and over-the-counter
medicines units-to increase sales four percent, to 46 billion
euros ($51 billion) in 2019, with an operating profit before
special items of 12.2 billion euros. Current market reactions
were “exaggerated” and did not reflect Bayer’s “true val-
ue”, he said. — AFP 

BONN: The CEO of German chemicals giant Bayer, Werner
Baumann, gives a speech during the group’s annual gen-
eral meeting at the World Conference center in Bonn,
western Germany on Friday. — AFP


